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THE PRESIDENT’S 
STATEMENT 


The fall of 1973 and the winter of 1974 
saw the climax of the test of strength 
engaged in Teheran in 1971 between the 
petroleum exporting countries united 
in OPEC and the multinational oil com- 
panies before the more or less passive 
audience of the oil importing countries. 


In fact, during the October 1973 
war, the governments of the producing 
countries exercised for the first time the 
power of unilateral decision in the two 
main areas of world oil strategy: price 
fixing and production rates, thus esta- 
blishing a power of cartel equivalent 
to that of the major oil company cartel 
which had been established on the same 
basis in 1928. 


There is no reason to expect the break 
up of this cartel in the near future. It is 
more likely that the major events of the 
next decade will relate to the internal 
relationships of the cartel and to the 
efforts of the industrialized countries 
to develop alternate sources of energy 
and reduce their demand. Optimis- 
tically, we could add continuous con- 
certation between producing and 
consuming nations. 


The internal conflicts within the cartel 
will be mainly concerned with the 
attempt to establish a balance between 
countries like Saudi Arabia, Kuwait and 
the Emirates which, having large reserves 
in proportion to their population, are 
mainly interested in establishing a long 
term production plan at reasonable 
prices and countries with small 
reserves in proportion to their population 
like Algeria, Iran and Iraq whose need 
of money for industrial development 
will drive them towards a short term 
production plan at high prices. 


It is likely that the balance will be 
established at the highest price that the 
industrialized nations can bear without 
facing a world recession. According 
to most experts this level has been 
reached. We can therefore disregard 
forecasts of a return to the low prices 
current before the October war. We 
can however note a tendency of con- 
vergence of the various real prices which 
now vary widely for a specific crude 
(auction price, buy-back price and equity 
price) towards a uniform price of roughly 
eight times the level of arm’s length 
prices at the end of the 60's. 


lf a degree of stability can be expected 
on the part of OPEC, this is not so for 
the governments of the industrialized 
countries which import oil, whose people, 
directly affected by these events, tend 
often unfairly, to blame the oil com- 
panies which have been embarrassed 
by a considerable increase in profits 
during this period. The supply of energy 
from oil tends to become the object of 


government involvement, as in the past 
has electricity, water supply and sewers, 
fire protection and urban transport. 


Although the scope, the complexity 
and the risk involved in the operation of 
oil companies tend to restrict the role 
of governments in this sector, it is obvious 
that the decision-making role of private 
industry will be reduced in favour of 
governments in the consuming coun- 
tries as it has been in the producing 
countries. The state is called upon to 
play two new roles, one related to inter- 
governmental relations between im- 
porting and exporting countries, and 
the other related to the balance to be 
established between the interests of 
the consumers and those of the private 
oil industry within the importing coun- 
tries. 


Most of the consuming countries 
have tried to establish bilateral relations 
with one or more producing states. The 
February 1974 Washington conference 
is significant of the decision-making 
role that the major industrialized coun- 
tries intend to play in order to assure 
their oil supply. These attempts indicate 
the need of a permanent world-wide 
consultation similar to those which 
regulate monetary and trade balances. It 
has been suggested that the United 
Nations should assume this respon- 
sibility or that a new international organi- 
zation be set up for this purpose. 


Even though it is striving for self- 
sufficiency in oil, the Canadian govern- 
ment cannot avoid these new roles, 
as is Clear from the visits of the Minister 
of Energy to Venezuela and the Near 
East, the presence of the Canadian 
delegation at Washington, and, within 
Canada, the recent federal legislation 
and the budget proposal which brought 
on new elections. 


This consequence of world events, 
the increase in the role of the federal 
government in the energy sector within 
Canada, has underlined the differences 
of opinion between the federal govern- 
ment and the provincial governments, 
as well as those between private industry 
and the eleven provincial and federal 
governments. 


The March 1974 conference of 
premiers has resulted in short term 
compromises, but relations between 
governments and private industry remain 
very tense for the moment. 


It is precisely at this interface between 
government and private industry that 
Soquip operates because, aS was 
pointed out in a previous report, it must 
serve the purposes of its government 
shareholder while operating as a private 
enterprise trying to make a profit under 
the same ground rules. A state-owned 
enterprise can promote better under- 
standing between government and 
private industry in as much as its share- 
holder gives it the role of an active part- 


ner with private industry and that industry 
allows it to play this role by cooperating 
with such state-owned enterprise. 


So far, Soquip has succeeded in 
playing this role in the exploration sector 
in Quebec. We hope that the future 
Petrocan will share this outlook and not 
enjoy undue advantages which would 
put it clearly outside the rules of the 
~ game to which private industry is subject. 
At this time we welcome the future federal 
company as a new potential joint ven- 
ture partner for Soquip. 


When Soquip was founded in 1969, 
its exploration aims were first to promote 
systematic exploration of the hitherto 
little explored sedimentary basins of 
Quebec and, secondly, to participate 
in increasing the security of supply of 
oil and gas for Quebec. Recent events 
have so enhanced the importance of 
this latter aim that the Government of 
Quebec has announced its intention of 
increasing the subscribed capital of 
Soquip from fifteen million dollars 
to a hundred million. 


It is foreseen that this subscribed 
capital will be paid in such manner as to 
guarantee an annual financing of $7.5 
million, with a reserve of $25 million 
available on short notice to enable 
Soquip to take advantage of business 
opportunities which in the oil business 
often occur unexpectedly and require 
immediate action. 


This increased capital will enable 
the Company to pursue exploration of its 
land holdings and to extend its activities 
outside of Quebec. 


As of March 31, 1973 Soquip held 
35.1 million net acres in 42 million 
gross acres in Quebec. Of this territory 
13.7 million-acres are being explored 
in association with 11 private com- 
panies and 28.3 million acres are 
explored by Soquip alone. 


The first three years of Soquip’s 
existence were devoted mainly to geolo- 
gical and geophysical work preparatory 
- to the drilling phase, which is much 
more costly. This preparatory work 
revealed several prospects which are 
now ready for drilling. 


In the fourth year, 1973-74, Soquip ~ 
quadrupled its exploration budget by 
using reserve funds and loans to drill 
three test wells in the St-Lawrence Low- 
lands and one offshore well in the Gulf 
of St-Lawrence. The proportion of the 
exploration budget allotted to drilling 
has then increased from 20% to 80%. 
Soquip’s new financing will enable this 
drilling work to be kept up. 


The Shell-Soquip-Bradelle No. 1 
well located in 186 feet of water half- 
way between Gaspe and the Magdalen 
Islands reached its objective at 14,503 
feet in 76 days, and was plugged and 
abandoned. The Soquip-Shell-Ste-Croix 
No. 1 and Soquip-Shell-Cedre No. 1 


wells in the Lowlands reached their 
objectives at 6,137 feet and 8,230 feet 
respectively, and were plugged and 
abandoned. 


The Soquip-Shell-Villeroy No. 1 well 
located in the St-Lawrence Lowlands, 
40 miles south-west of Quebec yielded 
dry gas originating in a-fractured shale 
zone which gave a stabilized pro- 
duction of 200,000 cu. ft. a day. This 
discovery, though not commercial at 
present, could be of economic interest if 
other wells drilled in the same zone 
confirm the existence of sufficient reser- 
ves to justify production. 


Considering the pressing need for 
natural gas in Quebec and the encour- 
aging results from Villeroy No. 1, Soquip 
intends to intensify its search for natural 
gas in the Lowlands with a good pros- 
pect of commercial success at the 
present and probable future prices of 
this form of energy. 


At the same time, Soquip intends 
to continue its work in the Gulf of St- 
Lawrence and to extend it to other basins 
in eastern Canada. 


(i ae 


Bernard Cloutier, 
President. 


April 10, 1974. 


ADDENDUM SEISMIC OPERATIONS AT MURDOCHVILLE 


We apologize for the delay in publishing 
this annual report. 


Since the above statement was written 
in early April 1974 Soquip’s subscribed 
capital has been increased to $100 
million as foreseen. 


Late this summer Soquip and Bow 
Valley Industries Limited came to terms 
on the sale of the latter’s 2.2% of Pa- 
narctic Oil Ltd.’s equity, but Panarctic’s 
major shareholder, the federal govern- 
ment, has so far withheld its consent 
to the transaction. 


On the oil scene in Canada, the go- 
vernment-industry interface and the 
federal-provincial interface have some 
what improved. On the world scene 
the various prices on the same crude 
have converged to a one price 
system, but efforts towards interna- 
tional coordination between produ- 
cing and exporting countries have 
been so far hampered by the develop- 
ment of The International Energy 
Agency which regroups 16 consuming 
countries. It is to be hoped that this 
organization will be only a stepping 
stone towards an international organi- 
zation open to both producers and 
consumers as a head on clash 
between such groups is not likely to 
lead to the harmonious management 
of the world’s remaining petroleum 
resources in the coming decades. 
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The Basin of the 
St. Lawrence Lowlands 


The Basin of the St. Lawrence Lowlands 
in the Province of Quebec stretches 
from Lake Champlain at the Canadian- 
U.S. border up to the Island of Orleans. 
Towards the northwest, it ends at the 
foot of the Laurentians; towards the 
southeast, it covers a portion of 

the Appalachians and stops at the foot of 
the Sutton-Bennett Chain. 


The traveller crossing the St. 
Lawrence Valley between Montreal and 
Quebec is struck by the flatness of 
the countryside. Only the Monteregian 
Hills close to Montreal break the 
monotony. If the traveller could imagine 
the topography as it was several hundred 
million years ago, he would think that 
he was at the foot of the Canadian 
Rockies. Today, after a lengthy erosion 
period of hundreds of millions of years, 
only the roots of these high mountains 
remain buried under the surface of the 
St. Lawreace Lowlands. 


In certain areas within the St. 
Lawrence Valley, escaping gas and oil 
seeps have been observed over a long 
period of time. Exploration for 
hydrocarbons began before the turn of 
the century. The first tests were made 
during the 1855-90 period. Up until now, 
in this area there have been nearly 
170 wells drilled in the search for 
“black gold” and natural gas. 


Many of these attempts were made 
more or less at random and hardly 
any hydrocarbons in sufficient quantities 
were recovered to justify commercial 
production. One exception was the small 
natural gas reservoir field at 
Pointe-du-Lac, near Trois-Riviéres. 


The rapid development of the earth 
sciences, especially in geophysics, 
has allowed the acquisition and compila- 
tion of great numbers of basic data. 
Through this it has been possible 
to build progressively more coherent 
geological models. 


Geologically speaking, the 
St. Lawrence Lowlands are part of an 
area known as the Appalachian region 
which can be subdivided into five 
very distinct areas extending northwest 
to southeast. 


1. The Canadian Shield 


This area is located over very ancient 
crystalline rocks which are of no interest 
for oil exploration. The Laurentians form 
part of the Canadian Shield which 
disappears towards the southeast under 
the St. Lawrence Valley, where the 
sediments are young and promising 
enough to warrant investigation by 

oil companies. 


2. The platform 


Of all the areas this is the least 
complicated. Its sediments have not 
been transformed or even deformed 
since they were deposited. Their 
sedimentation began over 500 million 
years ago and lasted for at least 

one hundred million years. At the 
beginning, these sediments comprised 
sands, clays and carbonates, similar 
to those found in warm seas today and 
they accumulated over a large 
continental shelf which was then our 
present Canadian Shield. 


From a geological point of view, 
these sediments are divided into different 
groups. The first of these is known 
as the Potsdam Group and rests on the 
basement described above. This group 
occurs in the U.S.A. in the states 
adjacent to the Province of Quebec. 
This basal group consists of sand- 
stones derived from the erosion of 
the Canadian Shield when it was 
covered by a transgressing sea from 
the southeast. 


Above the Potsdam Group, there are 
four other groups, composed mainly 
of carbonates similar to the deposits 
found today in the warm seas such as 
around the Bahamas. The first of 
these groups is known as the Beek- 
mantown. These carbonates are 
dolomitic that is, carbonates developped 
over a drying shelf under a warm and 
dry climate. There are even traces 
of salt development, which confirms the 
hypothesis of a drying continental 
shelf where the seas are hypersaline. 


The other three carbonate groups are 
limestones. From the bottom up, they 
are known as Chazy, Black River 
and Trenton. These limestones were 
deposited during another invasion of the 
platform by the sea, during a period 
of subsidence. 


This subsidence reached its peak 
during the deposition of the two last 
groups, which complete the list of seven. 
These last two are called Utica and 
Lorraine. They consist of clays which 
turned into rock and which have 
distinctive, identifiable Characteristics. 
One of the characteristics of these 
groups is that their clays have different 
sources. The hardened clays of the first 
group, Utica were more precisely 
derived from the northwest, whereas 
those from the following group, Lorraine, 
came from the southeast and from the 
erosion of the Appalachian mountains 
during their growth. 


As the underlying basement, these 
seven groups have a gradual slope of a 
few degrees to the southeast. Thus, 
they spread out in subsurface within the 
three other areas which are now 
discussed. 


RECREATIVE ACTIVITIES 
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3. The external zone 


This zone contains only deformed 
sediments belonging to the last two 
groups mentioned, the Utica and the 
Lorraine. Here, however, these rocks are 
characterized by deformation which 
was the result.of the birth of the 
Appalachians to the southeast. 


The deformation of these ancient clay 
deposits occurred through thrusting 
towards the northwest during the first 
orogenesis which created the Appa- 
lachians. This thrusting affected the two 
groups in question by causing numerous 
faults that is, fractures created within 
the rocks by the relative displacement of 
the different beds. 


In section, the fracture planes are fan- 
shaped. At the surface they appear 
more or less vertical with often tightly 
folded rocks in between. Beneath 
the surface, all the planes converge and 
their slope evens off gradually until 
they finally become almost horizontal. If 
we were to look at this phenomenon 
from above, we would conclude that all 
these faults originated from a single 
larger plane and that they form a piling 
up of the imbricated layers of shales. 


4. The Internal Zone 


This is also an imbrication zone but on a 
different scale from the external zone. 
Here, the sediments caught within the 
deformation include all the different 
formations of the Lowlands Platform, with 
the exception of the Lorraine. In other 
words, in the internal zone we find 

the shelf, but it is broken up and its large 
slices are thrusted upon each other 
towards the northwest. This stacking of 
the sections of the platform also occurred 
during the orogenesis which led to 

the building of the Appalachians. This 
mountain building caused faults in 

the ancient shelf in the areas of least 
resistance. It was along the planes of 
these faults, that the shelf was broken up. 
Indeed, each fault plane became a slip 
surface which caused a slice on the 
platform, pushed by the force of 
contraction, to thrust up over the plane. 
They caused folding of the layers of 
sedimentary rocks of the shelf, a folding 
which preceded the breaking up of 

the platform. 


These phenomena are much more 
complicated than they appear at first 
sight. For example, a fault plane can 
spread into several others which, in turn, 
may produce greater piling up where 
it is least expected. 


5. The Nappe Zone 


The Nappe Zone overlies the previously 
described internal zone. It is composed 
of various types of rock such as 
crystalline, volcanic rocks, but mainly 
sedimentary rocks. These sediments, 
however, are not in the least like those of 
the shelf. They originated in the basin 
at and beyond the platform edge and 
originally most of them were clays. 
Also occuring here are large fragments 
of the platform which slumped into 

the basin. As in the internal zone, these 
rocks are not any more in their original 
location, but have been torn away from 
their original place. This tearing up 
may be explained in the same way as 
for the external and internal zones, i.e., 
through the sliding along the fault planes 
during the action of orogenesis. The fault 
planes provoked sliding over large 
distances and this increased towards 
the southeast, which means that they 
were much more important in the nappe 
zone than in the external zone. 


There is another possible explanation 
for the horizontal displacement of the 
torn up sections of sediments and this 
second hypothesis is more widely 
accepted in Quebec. The forces which 
caused layers of rocks to slip over 
the fault planes may not entirely have 
been caused by orogenic contractions. 
A different force, appears to have been 
responsible for the movement. This 
force was gravity. It is believed that the 
gravitational force would have played a 
preponderant role. Following the 
subsidence of the platform the basin at 
its edge was heaved up, probably up to 
the point where it emerged. The 
sedimentary rocks of the nappe zone 
would have come primarily from 
the basin and their positioning over the 
preceding areas, including the platform, 
would have come about through the 
newly formed submarine mountain chain 
to the southeast of the old platform. 

In the form of huge shattered slices, 
these sedimentary rocks could have 
slipped from this new chain of high 
mountains on down to cover most of the 
Lowlands. At the foot of these high 
mountains the slices piled up. The sliding 
was probably helped by the very 
unstable conditions marked by 
numerous earthquakes. 


The aim of the exploration 


Up until the present time, exploration of 
the Lowlands has been essentially 
focused on the carbonates and the 
basal sands on the existing platform 
because these were proven to be 
productive elsewhere, especially in 
the United States. 


The Cambro-ordovician platform of 
the St. Lawrence Lowlands was 
penetrated by 150 wells that is one 
well/35 square miles. 


The drilling density decreases across 
the southeast within the different zones 
of the Appalachians. In the external 
zone 20 wells give an average of 
one well/125 square miles. In the 
internal zone the density is one 
well/250 square miles. 


These averages clearly demonstrate 
that exploration in the St. Lawrence 
Lowlands and vicinity is not very 
advanced. Far more impressive is the 
drilling being conducted in the 
southwest area of our neighbouring 
province, Ontario, where in shelf deposits 
nearly identical to ours formed during 
the same era in similar environment, 
there is one well per square mile and 
there are several producing fields. 


The work undertaken by Soquip and 
its associates was not only concentrated 
on the platform but also in the internal, 
external and nappe zones. This enabled 
us to make the geological model which 
we have briefly described and which 
is illustrated in this report. 


Our exploratory work has shown that 
the Lowlands Basin conceals a 
considerable number of prospects of 
different types some of which have not 
yet been tested. Each new well allows 
Soquip to define the nature of these 
prospects so as to better understand 
their complexity and to select the most 
interesting ones. 


Soquip’s current exploration effort in 
this basin is directed towards the 
study and the drilling of the most 
promising of each type of structure. 
These include, the stratigraphic traps of 
the different groups (see Figure A), traps 
against normal faults which cut through 
the platform (B), the fractured sequences 
of the external zone (C), the platform 
slices of the internal zone, and finally the 
faults and their associated fractures 
in these latter two zones. 
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Land Holdings 


The sedimentary basins of Quebec 
cover a surface of 52,600,000 acres. 
Of this surface, 80% (42,044,951 acres) 
are licensed for petroleum exploration. 


This year three important agreements 
were negociated. By drilling three 
exploratory wells Soquip gained a 50% 
participation in the 2,920,187 acres 
held by Shell Quebec Ltd., Shell Canada 
Ltd., and Shell Explorer Ltd., in the 
St. Lawrence Lowlands between Quebec 
and Missisquoi Bay, Laduboro Oils Ltd., 
ceded to Soquip their 50% participation 
in 420,600 acres in the Gaspé Peninsula 
for a fee and work contracts. Finally, 
Soquip teamed up with Scurry Rainbow 
to explore 852,326 acres on land and 
sea at the eastern tip of Anticosti Island. 


By the end of the year, Soquip held 
35,120,420 net acres with 73 licences 
and 7,500 private leases covering 
41,968,902 gross acres explored in 
association with eleven other petroleum 
companies. 
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Field Geology 


During the course of its fourth year, 
Soquip completed the regional surface 
geology of the Gaspé Peninsula and the 
St. Lawrence Lowlands. These surveys 
required only 17 team-weeks in the 
field as compared to 88 team-weeks the 
preceding year. 


This decrease in field work reflects the 
maturity of the exploration of our licences 
in the Province in preparation for the 
beginning of the drilling phase. This 
reduction, however, is offset by an 
increase in subsurface geological 
operations. These integrate field 
and drilling data well laboratory results 
and geological interpretations. 


SEISMIC COVERAGE IN MILES 
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"1970-71 
Marine Seismic 


Only 70. miles of marine seismic were 
carried out this year. This was because 
the seismic grid of the properties 
explored in a joint venture with our 
associates in the Gulf of St. Lawrence 
had been completed during the pre- 
vious year. This grid proved sufficient 
to localize the drilling locations of 
the Bradelle K49 well. 


A new technique was used this year 
in our marine seismic work which 
allowed us to obtain and treat the data in 
three dimensions rather than in two. 
This 3D technique was used successfully 
in an area where the: conventional 2D 
technique had not produced results. 
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Land Seismic 


In 1973-74, Soquip carried out 120 miles 
of seismic on land as compared with 
149 miles during the preceding year. 


Four of the five surveys concerned 
were located in the Gaspé Peninsula 
where the topography and surface 
conditions require special attention either 
from a logistics angle, (opening roads 
through the forest, as at Murdochville), or 
from a technical angle, (multiple 
stacking or application of three- 
dimensional techniques, as south 
of Rimouski). 


FOOTAGE DRILLED 
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Drilling. 

In 1973-74, Soquip drilled four wells with 
a total footage of 35,905 feet as 
compared with 11,330 feet during the 
previous year. : 


This year’s highlight was the drilling of 
the Shell-Soquip Bradelle K49 well — 
at a total depth of 14,603 feet, halfway 
between the Gaspé Peninsula and the 
Magdalen Islands, in 200 feet of 
water with the Sedco-H. platform. This 
offshore operation was a first for Soquip 
and the Province of Quebec. 


The other three wells, Ste-Croix, 
Villeroy and Cédre, permitted Soquip to 
acquire a 50% participation in the Shell 
group properties of the Lowlands. 


The growth of Soquip’s drilling activity 
and the reduction of its geological and 
geophysical operations indicate the 
degree of maturity of exploration in its 
Quebec licences. 


Summary of Basins 


In 1973-1974, Soquip’s activities were 
divided as follows over the six (6) 
sedimentary basins of Quebec: 


1) Gulf of 
St. Lawrence. Basin 


Soquip’s land holdings (gross): 
9,368,325 acres 


Soquip’s land holdings (net): 
5,140,420 acres. 


1.1) Land Holdings 


Soquip’s land holdings in this basin have 
not changed since Amoco Canada Lid., 
farmed out its 50% participation to 
Shell Canada Ltd. 


The land holdings of 9,368,325 
gross acres, (5,140,420 net acres) are 
divided as follows: 


- 3,300,000 acres around the Magdalen 
Islands are held in equal partnership 
by Soquip and Sarep; 


- Soquip and Shell Canada equally 
share in 5,155,812 acres between the 
Magdalen Island and the Gaspé 
Peninsula. 


According to the subdivision of the 
Gulf by the provinces 4,717,287 acres 
are in Quebec territory, 189,285 acres in 
Prince Edward Island territory, 177,907 
acres belongs to New Brunswick, 
49,872 acres to Newfoundland and 
21,461 acres to Nova Scotia. 


- Soquip has 100% rights in the 
remaining 912,513 acres. 


1.2) Exploration 


In association with Shell Canada Ltd., 
Soquip drilled the Bradelle K-49 

well situated offshore in the Gulf of St. 
Lawrence, halfway between the eastern 
tip of the Gaspé Peninsula and the 
Magdalen Islands. This 14,503-foot well 
penetrated the Lower Permian and 

the entire Pennsylvanian section, and 
bottomed in the basal Mississippian, the 
Horton Group. The Bradelle well tested 
the Permo-carboniferous sequence of 
the platform in a key position for 

the evaluation of the basin. 


Geochemical and palyno- strati- 
graphical surveys were undertaken in 
Bradelle K-49 and also in the nearby 
Brion No. 1 well. 


The drilling results together with 
laboratory tests are now being analysed 
and integrated with the seismic results so 
as to permit the re-evaluation of the 
Gulf of St. Lawrence. 


2) Anticosti Basin 


Soquip’s land holdings (gross): 
24,256,050 acres 


Soquip’s land holdings (net): 
23,858,107 acres 


2.1) Land Holdings 


Soquip and Scurry-Rainbow Oil Ltd., 
teamed up to explore 852,326 acres at 
the eastern tip of Anticosti Island. The 
Original owners of the licences on the 
Island were Consolidated Developments 
Ltd. (318,750 acres). The remaining 
533,576 acres under provincial licence 
by Soquip and under federal permits by 
Scurry-Rainbow. 


Soquip: is exploring alone the 
remaining 23,403,724 acres of the 
marine basin of Anticosti. 


2.2) Exploration 


Soquip carried out laboratory analysis of 
the wells drilling on the western part 
of Anticosti Island. Lithostratigraphic 
compilation will serve to direct our 
exploration in the Anticosti basin and, 
more especially to evaluate future 
drilling plans in the eastern portion of 
the basin. 


3) The Gaspé Trench 


Soquip’s land holdings (gross): 
1,321,350 acres 


Soquip’s land holdings (net): 
984,347 acres 


3.1) Land holdings 


The sedimentary Basin of the Gaspé 
Trench stretches across 3,355,765 acres 
of which 2,231,250 acres are under 
licence. Soquip’s land holdings have 
been modified in two zones of interest 
within their area. 


- A 100% interest was obtained in the 
licences at the tip of the Gaspé 
Peninsula. These licences were 
formerly held jointly with 
Laduboro Oils (420,600 acres) who 
have now fallen back with Francana 
Oil & Gas Ltd. into a royalty position. 


- 190,200 acres of licences were 
surrendered in the region south of 
Rimouski where Terra Nova Explo- 
rations had royalty rights. 


- There is no change in the block of 
licences covering 672,850 acres 
which are held jointly with Golden 
Eagle Development Ltd. (53% Soquip, 
47% Golden Eagle) or in the 
participation in two permits of Gulf 
Canada Ltd. Soquip’s net land 
holdings in this region is 
334,673 acres. 


The net land holdings in these three 
zones of the Gaspé Trench total 
984,347 acres. 


3.2) Exploration 


For the first time in the exploration history 
of the Gaspé Peninsula, Soquip has 
acquired 23 miles of seismic data 
outside the established road network. 
Bulldozers were required to open 

up access for vibrator trucks across the 
very rough country. 


The seismic results led to the final 
selection of a drilling location in the 
Murdochville area. 


Soquip also acquired a 20 mile 
seismic line in the eastern portion of our 
Golden Eagle-Soquip joint holdings 


along the Cascapedia river in the centre 
of the Gaspé Peninsula. 


A seismic program of 35 miles was 
also set up at the eastern extremity of the 
Gaspé Peninsula and a seismic marine 
program in three dimensions over a 
length of 70 miles was initiated in 
Gaspé Bay so as to determine the 
seaward extent of the structures surveyed 
on land. 


4) Chaleur Bay 
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Soquip’s land holdings (gross): 
772,000 acres 


Soquip’s land holdings (net): 
772,000 acres 


4.1) Land holdings 


The sedimentary basin in and around 
Chaleur Bay covers a total of 2,836,000 
acres, 1,900,000 acres located in the 
Province of Quebec. Soquip’s land 
holdings in this region has not changed 
since their acquisition in June, 1970. 


4.2) Exploration 


The geochemical and stratigraphical 
evaluation of the Silurian of Chaleur Bay 
has been completed. Begun two years 
ago, this survey was undertaken to 
compare the lithostratigraphy of the 
Silurian of Chaleur Bay with the Silurian 
of the Gaspé Trench and thus determine 
the major paleogeographical traits at the 
time of its deposition throughout 

the Gaspé Peninsula. 


A complementary survey of the 
microfacies of the carbonate levels was 
also undertaken so as to determine the 
reservoir potential of these rocks. 


5) The Taconic Complex 
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Soquip’s land holdings (gross): 
3,642,910 acres 


Soquip’s land hoidings (net): 
3,107,581 acres 


5.1) Land holdings 


The Taconic Complex extends over 
8,644,670 acres of which 3,809,310 
acres are under licence. The area 
under licence as of March 31, 1974 
represents only 50% of the area under 
licence at the same date in 1973. This 
reduction is due to the surrendering 

of several licences which were 

held by the Shell-Noel Association 


The following are Soquip’s interest in 
the Taconic Complex: 


- 2,515,000 net acres in the St. 
Lawrence Estuary between Logan 
Line and the north shore of the 
Gaspé Peninsula; 


- 63,500 acres south of Rimouski 
which form part of the block of permits 
from which Terra Nova Explorations 
receive royalties; 


- a 55% participation in a group of 
permits which total 303,760 acres in 
the St. Lawrence River in the vicinity of 
Quebec City, the remainder being 
held by the Sisque Company; 


- a 35% participation in a group of 
permits which total 126,930 acres 
covering the Island of Orleans and its 
vicinity. The Sisque Company also 
holds 35% of this group while 
Pan Canadian Petroleum Ltd. 
holds 30%; 


- a 50% partnership in 638,900 acres 
with Shell Canada Ltd., Shell Quebec 
Ltd. and Shell Explorer Ltd. 


These holdings and participations 
account for 3,107,581 acres of Soquip’s 
net land holdings. 


5.2) Exploration 


In the Rimouski region, Soquip under- 
took a three dimension seismic 

Survey over a distance of 7 miles with the 
idea of detailing a previously observed 
structure. The results of this 3D showed a 


Clear improvement over results obtained 

in previous years with conventional 

seismic. 

6) The St. Lawrence 
Lowlands 
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Soquip’s land holdings (gross): 
2,608,267 acres 


Soquip’s land holdings (net): 
1,257,960 acres 


6.1) Land holdings 


The basin covered by the St. Lawrence 
Lowlands has a total surface of 
3,817,916 acres, 1,648,911 acres of 
which are under provincial licence and 
1,182,522 acres under lease from 

the private owners of the mineral rights. 
It should be noted that there was a 
reduction in the number of acres under 
provincial licence. 


Many changes have taken place in 
this region, and Soquip’s land holdings 
now consist of the following: 


- 54,325 net acres equal to 50% of 
344,253 and 566 of the latter was 
acquired this year. Canada Cities 
Service holds the other 50%. 


- 15,750 net acres equal to 25% of 
licences 338 and 243 of which 
Canada Cities Service holds 50% and 
Laduboro Ltd. the remaining 25%. 
lt should be noted that licence 252, 
which formed part of this group, was 
surrendered during the financial year. 


- 14,287 acres equal to 35% of licence 
436 near Quebec City. The remaining 
is held by Sisque (85%) and Pan 
Canadian (30%). 


- 4,416 acres equal to 55% of the 
western portion of licence 435 near 
Quebec City. The Sisque Company 
holds 45% of this licence. 


- 2,281,287 gross acres equal to 50% 
of various licences held jointly with 
Shell Quebec Ltd., Shell Canada Ltd. 
and Shell Explorer Ltd. This is 
comprised of 1,182,522 acres held 
through leases negotiated with the 
private owners of the mineral rights. 


These various joint ventures account 
for 1,257,960 acres of our net land 


holdings in the basin of the St. Lawrence 
Lowlands. 


6.2) Exploration 


Soquip acquired 35 miles of seismic in 
the suburbs of Quebec City. The 
excellent quality of the seismic results 
ascertains the possibility of obtaining 
good results in a densely populated 
area. These profiles were specially 
processed to enable the geophysicist to 
detect velocity anomalies within the 
geological formations and so identify the 
potential hydrocarbon traps. 


Started three years ago, the surface 
mapping of the St. Lawrence Lowlands 
was completed this year. In addition to 
the compilation, the rim of lower 
Paleozoic deposits which crop out along 
the north shore of the St. Lawrence 
River between Quebec and Murray Bay 
was surveyed. This survey shows 
the relationship between sediment facies 
and gravity faults. Laboratory tests were 
also made to evaluate the potential of 
the Potsdam sandstone reservoir. These 
data are now under study and will 
be used to direct Soquip’s exploration 
in the Lowlands. 


At Sainte-Croix, some 30 miles 
southwest of Quebec City, Soquip has 
drilled and abandoned a well in the 
platform zone. This 6,137 foot well 
penetrated all the normal stratigraphic 
units and bottomed in the basal 
Potsdam. The objective was to evaluate 
a stratigraphic trap caused by the 
thinning out of the sandstone reservoir 
against the Canadian Shield. 


The Cédre well, was drilled and 
abandoned at a depth of 8,230 feet, 
in the internal zone of the Lowlands. This 
zone is characterized by the thrusted 
sheets of platform deposits. The Cédre 
well penetrated several of these slabs. 
During drilling, indications of the 
presence of gas were encountered in 
good carbonate reservoirs. 


The Villeroy well, located southwest 
of Sainte-Croix, drilled in the external 
zone of the Lowlands. This 7,035 foot 
well penetrated the Lorraine and 
Utica groups and stopped in the in situ 
limestone of the Trenton group. 


During drilling, high pressure dry gas 
had to be controlled by adjusting the 
weight of the mud. Logging and testing 
results were confirmed by a preliminary 
25 day production test registering an 
initially strong blow which stabilized after 
20 days at about 200,000 cubic feet 
per day. 


This gas comes from a network of 
fractures in the Utica and Lorraine shales 
and which could extend over some 
considerable distance. 


Despite an impressive production of 
natural gas from similar reservoirs in 
the eastern United States, this type 
of reservoir, formed by fractures in shales 


although the empirical parameters for 
evaluating such reservoirs are still 
relatively undevelopped. 


It is, nonetheless, worthy of note that 
production from this type of reservoir 
is open to improvement because of the 
use of stimulation techniques such 
as hydraulic acidification and hydraulic 
or explosive fracturing. 


These encouraging results made 
Soquip project a second drilling in the 
same region so as to check the scope of 
the fracture network. 


Surveys are presently underway in 
the Lowlands basin to evaluate all 
the primary and secondary objectives to 
be drilled in the near future. 


SOQQUIP 


_ SOCIETE QUEBECOISE 
D'INITIATIVES PETROLIERES — SOQUIP 
(Chapter 36 of the 1969 laws) 


Balance sheet 
as at March 31 1974 


Assets 


Current Assets 
Cash and short-term deposits 
Accounts receivable 
Drilling equipment stock — at cost 
Subscribed share capital receivable (Notes 1 and 4) 


Subscribed share capital receivable (Notes 1 and 4) 


Fixed Assets (Note 2) 
Petroleum and natural gas properties — (at cost) 


Other fixed assets — (at cost) 
Less accumulated depreciation 


Deferred charges (Note 3) 


Signed on behalf of the board: 


BERNARD CLOUTIER, president 
FERNAND GIRARD, secretary 


Auditor's Report 


1974 1973 
$ 1335171 $ 2276 496 
4 356 126 394 

86 757 a 
1500000 1500000 
2926284 3.902890 
6000000 7500 000 
6601620 2885822 
151 670 121 895 

(69 735) (50 175) 

81 935 71 720 
6683555 2.957542 
4209073 715 807 
$16 818912 $15 076 239 


In accordance with Section 18 of its 
charter, | have examined the balance 
sheet of the Quebec Petroleum Opera- 
tions Company — SOQUIP as at Marct 
31, 1974 and the statement of source 
and application of funds for the year 
then ended. | have obtained all the 
information and explanations | have 
required. My examination included a 
general review of the accounting pro- 
cedures and such tests of accounting 
records and other supporting evidence 
as | considered necessary in the cir- 
cumstances. 


As disclosed in the accounting systerr 
described in Note 2, the Company has 
been in the exploration stage since its 
foundation. It capitalizes to oil and gas 


Liabilities 


Current liabilities 


Accounts payable and accrued charges 


Bank Loan (Note 4) 


Bank overdraft 


Long term debt (Note 4) 
Bank loan 


Shareholder’s equity 
Capital stock (Note 1) 
Authorized and subscribed — 


300,000 shares of a par value 
of $50 each 


Deficit (Note 5) 


properties all expenses related to petro- 
leum exploration and defers all its other 
expenses. To date, the Company is 
deemed to have realized no profit and 
to have sustained no loss, with the 
exception of the cost of abandoned 
projects written off; accordingly, no 
statement of profit and loss is presented. 


In my opinion, subject to such adjust- 
ment as would result from failure to 
recover in the future the amounts of 
$6 601 620 for properties and 
$1 209 073 for deferred charges 
Carried in the balance sheet, these 
financial statements present fairly the 
financial position of the Company as at 
March 31, 1974 and the results of its 
Operations and the source and appli- 


1974 1973 

$ 600920 §$ ASS 
500 000 — 

— 70 585 

1 000 920 143 350 
900 000 — 

15 000 000 15 000 000 
82 008 67 111 

14 917 992 14 932 889 


$16 818 912 


$15 076 239 


cation of its funds for the year then 
ended, in accordance with generally 
accepted accounting principles, applied 
on a basis consistent with that of the 
preceding year. 


Gérard Larose, C.A., 
Auditor-General. 


QUEBEC, May 17, 1974. 


SOQUIP 


Statement of source 
and application 


of funds 
for year ending March 31, 1974 


1974 1973 
Source of funds 
Subscribed capital receivable 


within one year $ 1500000 $ 1500000 

Long term bank loan less instalments due 

within one year 900 000 — 
2 400 000 1 500 000 

Application of funds 
Deferred charges 493 266 347 649 
Less: expenses requiring no cash output — 
depreciation of fixed assets 19 560 21 682 

Funds used for deferred charges 473 706 325 967 

Capitalized exploration expenses 3 730 695 989 949 

Acquisition of other fixed assets Pas) TET hs) 28 673 
4 234 176 1 344 589 

Increase (decrease) of 

working capital (1 834 176) 155 411 

Working capital at beginning of year 3 759 540 3 604 129 

Working capital at end of year § 1925364 $ 3759540 


Notes to financial statements 
as at March 31, 1974 


1. Capital stock 


By its charter, Soquip’s authorized capital stock of $15,000,000, entirely subscribed 
by the Minister of Finance, is payable by annual instalments of $1,500,000 for ten 
years up to 1979 inclusive. 


During the financial year, 30,000 shares were issued, bringing the paid-up capital to 
$7,500,000. The shareholder’s remaining commitment to the Company amounts 
to $7,500,000, of which $1,500,000 is payable in 1974/75. 


Bill No 17 assented to on July 5, 1974, provides for an increase in the Company’s 
authorized funds to $100,000,000. It also provides that payment of this additional 
$85,000,000 in capital stock will be made at a rate of $6,000,000 per year from 1974 
through 1978, and then $7,500,000 per year from 1979 through 1982, leaving an 
amount of $25,000,000 to be paid before March 31, 1983, at the Company’s request 
and upon the authorization of the Lieutenant-Governor-in-Council. 


2. Fixed Assets 
Accounting Policy 


The Company is in the exploration phase and capitalizes or defers all expenses related to oil and gas exploration. The Company is 
considered to have made neither a profit nor a loss with the exception of the write-off of relinquished property. 


Consequently no statement of profit and loss is presented. 


Petroleum and natural gas properties 
Cost of oil and gas properties comprises: 


Capitalization at Capitalization 

March 31 1973 Additions before write-off Write-off 

Acquisition of rights $ 208,077 $ 88,813 $ 296,890 $ 2,431 
Geological operations 345,499 120,539 466,038 IRA 
Geophysical operations 2,000,818 436,297 2,437,115 714 
Drilling 331,428 3,085,046 3,416,474 — 


$2,885,822 $3,730,695 $6,616,517 $14,897 


* Amounts formerly capitalized on relinquished properties. 


Other fixed assets 
Depreciation of other fixed assets is based on the reducing balance method at generally recognized rates. 


3. Deferred charges 
The deferred charges comprise: 


At March 31, 1973 Additions 

General and administrative expenses $1,206,869 $619,103 
Depreciation of other fixed assets 50,924 19,560 
257,798 638,663 

bese, OE aii ne ier wee 
Net financial income 500,567 104,949 
Miscellaneous income 41,419 40,448 
541,986 145,397 


Deferred charges $ 715,807 $493,266 


4. Long term debt 
Bank loan: 
- Amount authorized by the Lieutenant-Governor-in-Council 
- Amount borrowed as of March 31, 1974 
less: payments to be made within one year 


Payments to be made after April 1, 1975 


The bank loan is guaranteed by the assignment of subscriptions receivable from the 
Government of Quebec. This loan bears interest at preferential banking rates, which 
were at 912% as of March 31, 1974. The capital is payable in annual instalments 
of $500,000, or in advance. 


5. Deficit 


The relinquishing of permit No. 507 during the year produced a write-off of property holdings in the 
amount of $14,897 which had been capitalized on this permit. 


The deficit is as follows: 


1974 1973 
Balance at beginning of year $67,111 — 
Write-off 14,897 rae ny 


Balance at end of year $82,008 $67,111 


Capitalization at 
March 31 1974 


$ 294,459 
454,286 
2,436,401 
3,416,474 


$6,601,620 


At March 31, 1974 


$1,825,972 
70,484 


1,896,456 


605,516 


81,867 
687,383 


$1,209,073 


$2,500,000 


$1,400,000 
500,000 


$ 900,000 
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